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The following is & translation of a speech given by
an official of the Economic Section of the Yugoslav
Ministry for Forelign Affairs. The speech was given
to the Party orgenization of a goverument enterprise.
Although the information contained is in most part
known, it is disseminated to show one of the lines
taken by the government to explain economic conditions
in Yagoslavia. c

l. Introduction

a. The minersl wealth of Yugoslavie iz very extensive. Although a small country,
Tugoslavia ranks in EBurope right after the USSR in the quentity and variety
of minerals. JThe richest republics are Serbis, Bosunia-Hercegovina; and
Macedonis. The minerals are copper, iron, coal, zinc, manganese, chrome,
antimony, ete.; and, according to latest discoveries;, also uranium.

v. Yugoslav agriculture is producing Middle-Europesn, Alpine, Mediterranean, .
and subtropical grains, industrisl plants, fodder, fruits, and vegetables.
All conditions needed for animal husbandry are present. Large forests and
great amounts of water power are also availsble.

c. In this talk I shall sttempt to give a comprehensive picture of the various
branches of the economy. .

2. Industry and Agriculture

a.. The fivat Pive Year Plan hed to suffer certain limitations and corrsctions
© becsuse of the emphasis which had to be given to capital investments,
egpecially to heavy industry sand electrificaticn, in order to do away with
the semi-colonisl economic character and the industrial backwardness
of pre-war Yugoslavia. Before the war Yugoslevia exported minerals and
metals &t low prices and imported expensive finished and semi-finished
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products. In spite of its wealth in raw meterials, the country was
unsble to supply either its light industry, which was developed %o a
certain extent, to complete semi-finished products,.or to supply
agriculbture with toola, mechines, and other means needed for increase
of production. :

In order to do away with such backwardness in industry, il.e., with the
lag of heavy industzy bebind light industry, investments have been
distributed in such & manner as to cbtain as soon as possible the
maximum capscity from existing metal, chemical; textile, and leather
industries, and an incressed exploitation of nstural wealth.

The slow development of agriculture especially during recent years

has barmed the entire economy. This was especislly felt one year

ago when new industrial establishments for the processing of domestic
rayw materials began to function and when the nusber of city inhebltants
increased considersbly. For exawmple, the percemtage of city inhebitants
in Crostis was 24,5 in 1939 and 34.7 in 1950.

The disproportion between the progress made by industry and that made
by sgriculture can be seen in the fact that even in the eighth postwar
year Yugosluvis did not reach 1t8 pre-war (1930-1939) aversge in
sgriculbuwrel production. The two years of drought were & factor of
COUrse. -

The results of zll branches of industry, however, have been good both
from the point of view of techmologleal improvement and from the point
of view of ereation of new products.

The estimated value of the improvements and the néw products amounts to
several hundred million dimars. By introducing new products and more
up-to-date methods of profuction, Yugoslav industry hes been sble %o

. develop from a backward industry into a nedern one in & relstively short

tline.
All this ‘brf.z;ga us to the discussicn of néw ‘economic messures, prices,
and the stebilization of the warket during the current year.

¥ew economic measures create new production relationships and mean &
qualitétive etep forward in ecomomic progress. That is why direct
producers and professionsl econcmic menagers peid sc much attention

%0 the change of prices in raw materials and semi-finished products.

It was learned and kept im consideration that the msjor portion of
sccumalation goee to the extractive industry and it has been estimated,.
thersfore, that by decreasing the extractive industry we can strengthen
processing industry. ‘

A characteristic disproportion between the organic composition of capital
and the productivity of labor exists im Yugoslav industry. At the present
time the productivity of labor is one of the most ilmportent problems to
econcuiyts all over the world; to those in capitalist countries as well

" &8 to those in countries which have partially or completely accepted

Socislism. This problem involves also & number of guestions connected
with Yugoslev sconomy; _ﬁhe most important of which are the following:

(1) Woat is the uvemge amyunt of labor needed for s certain product
or for all the products produced by a country?

(2) What 38 the proportion of the average amount of labor of our
country with thet of other countries ss reflscted by our foreign
trade?
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(3) VWhat is the average amount of la.bor naeded for the production of a
given brench of industry? .

(4) What is the rendering (sie) of various enterprises in regard to the
amount of lsbor needed in production?

Because of the facts learned and im order to increase the contribution:of
society, our ministries were forced to adopt certain temporary measures:

(1) A new degree of accumulation has been created in addition to the
vasic one; . .

(2) Enterprises which cannot resch even' & basdic degree of accumulation
are being considered for liquidetion; and !

{3) Enterprises with a.‘ small organic compesition of capital'and unprofiteble
‘businesses are being assibtsd: with new investments if they can market
thelr preducts and become profitsble.

Economic memsures for the stabilization of markets and the prices of
industriel and agricultural products already have shown good results.
In January 1951 agricultural products weére 35 times more expensive than

in 1938 whereas industrisl products were only 17 times more expensive.
Continuing to base comparisons on 1938 prices, the agricultural products

wex'e"

(1) 38 times more expensive in A.pril 1951,
(2) 24 times 4n July 19515, and

(3) 13 times in Hovember 1951,

At the same time industrial products were:

(h) 1.9 times more expensive in April 1951,

' (5) 19 times in Jwly 19515 end

{6) 17 times in Noveniber 1951,

The equalization of the prices of industrial and agricultural products,
therefore, was reached in mid-August 1951, While the prices of agricultural
products decreased rapidly, the most importent industrial products regis-
tered an increase in price. QGood results toward the stebilization of
agricultural and industrial prices were reached at _the end of 1951 with

the result that the prices.of industrial products began to decrease

gradually.

Another aspect of the struggle for the stabilization of the market was the
increase in prices of utilities; transportation, et sim. The purpose of
thie increase was the absorption of a -large part of the spending money

in order to diminish the pressure of customers on the merchandise market.
Although knowing that such measures lower the standard of living to a
certain extent, these were deemed necessary in order to cause a decrease
of agricultural product prices.

Let us examine the index of individual expenditures. The food expenses
of a four-member worker's family showed e constant tendency toward decrease
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in 1951, veginning in March., If the index for January 1951 is
established at 100, the situation was the following during the other
months

(1) Fevruary . . » .101;

(2) June o 0 o 0.0.0 933

(3) August o » o o o 573

(1) Octobere « « o o 53; and

(5) December o o o o 46,

The expeuses for overhead, however, increased in the same year. With
Janusry equaling 100; they increased to:

(1) 117 in October;
{2) 153 in November; .and .
(3) 249 in December. . ‘

Heat and light expenses increaﬁed e;speéially during the winter: to 122
in November, and to 121 i Deceuber.

‘The index of individual expenditures for & worker's family, therefore,
moved iu the following manner in 1951

(1) January. . . . .100;

{2) f‘ébrmy .o ‘.”‘.l.OQ;

(3)' Marche o o o o 01003

{4} Aprile o o « o 01033

(5) Hey. e o o s o 4105;

'.(6') Jt_ine e e oo o o 98

(7): FaLY o o o o0 o Bl

(8) ‘A‘u.,guat « o oe s T5

(9) Seﬁteﬂber. o o o T2

(10) October. . o o » T3

{11} ﬁovember e o s » 69; and

(12) December « « o o 63.

The inaividual éxpeﬁditﬁfea »rémained ,ﬁa.'siz_:a,lly the same during the first
months of the current year. The index of expenditures for a four-member
_ white collar worker's family changed in approximately the same msnner.

. The government decided to free the purchase and sale of certain raw
materials which until then were ‘b_eing allocated.  The abolition of
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limitations in purchssing, the abolition of obligatory deliveries; and
the abolition of coupoms for purchases at reduced prices will be ‘enforced
in 1953 and will mean a great step Porward. These messures will bring
about an egualization of raw waterisl prices, a petterment in guality and
a reduction of lower quality rew material prices.

The system of allocstion which was enforced until recently determined

both the availability of merchendise and the variation in production.
Therefors the production capacity of producers was limited and they were
allowed to produce omly those articles which could be produced with the
raw materials they were allocated. According to the new gysten enterprises
will produce articles on the besis of markst demand and, at the sasme

time, on the availability of corresponding raw materiale.

The creation of an exchange market for foreign bills, where enterprises
would purchase and sell at rates besed ou demand snd supply, has also
been contemplated during the current year,

The ecomomie situaticn in the curremt ysar differs somewhat from previous
yesrs. In spite of the 150 bpillion dimar damage caused by thls year's
drought, the standard of living of the masses will not change. The
fulfilment of the economic plan for 1952 will bring the completiom of
the main part of the construction program, the strengtheming of the
armed forces, and will keep the living standerd of workers om the same
level. The fulfilment of the wain part of the comstruction program means
that the bullding of key industry will be completed; and that will bring
sbout & galck rise in the living standerd. - o ; L

The strengthening of the armed forces means security for the exlsting
goedal order and the independence of the eountry. - The government has
%o spend 0 much mopey for military needs (210 bpillion dinars, which
is 22 per cent of the national income) because of the existing inter-
nationsl situetion. =

In spite of the fact that the current ecomomic plan does not contemplate
an ‘improvement in living standards, there has nevertheless been an -
improvement because of the measires adopted for the stabilization of
the market, the search for internal reserves in the collectives, the
decrease of production costs, snd the saving of materiel, motive power,
and the lsbor forces. Internsl reserves are very large. )

It is kncsm that the prices of industrial products, such as clothing, have
decreased considerably during the curremt year; and especially during the
last two months. . Factories are also producing e larger quantity of goods
for export to Turkey, Canide, and elsewhere. At the same’ bime, grain,

fats, sugar, and other articles are being imported from those countries.

The prices in Ftate stores are low snd inviting, whereas peasants keep
increasing the prices. of articles on the free market, the supply of which
may become low from time %o time, such as milk, eggs, ete. IFf, for instance,
State stores sell milk at 30 dinars per liter and eggs at 15 dimars, peasants
will immediately cherge 50 dinars for milk and 20 dinars for an egg. Such
increnses in prices on the free market are also due to Cominformist propaganda
and rumors to the effect that the sbolition of dbligatory deliveries would
cause & lack of certain products and that such products, therefore, ghould
not be marketed because their prices would increase. Honest people very
often believed those rumors.
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w. An additional econcmic measure was the cutting of taxes and the establishment
of the new tax percentage. This was done to realize a saving of 33 million
dlnars which would serve to cut down the deficit in payments. The problem
of deficit will be solved when big industries begin to work. It has been
estimated that when new key industries are completed, exports will increase
about 100 million dollars {in relation to 19§m§ and imports will be cut
about 40 million dollars. Accerding to the same estimates, paymen’ts will
be balenced in the beginning of 1955.

3. Internal and Foreign Trade in Yugoslavia

a. The Basic Characteristics of Yugoslav Interpal Trade

(l) The main politicalmeconomie task of Yugoslav internal trade is to
. supply the market with the agricultursal products and goods needed
- for raising the living standard of city apd village workers.
.. Intermal trade;, therefore, is one of the strongest weapons at
the disposition of the Party and the Government in their efforts
to raise the general welfare of the working class.

(2) Yugoalav internal trade is a non-accumulative branch of economy.
The prices of goods.are set by the plan in such a manner as. to
cover only the handXing and production eoats and do not include
& trading profit.

(3) 'I'he liquidation of the remmants of capitalism entered its Iast

.+ .phase during the current yesr:. 2.7 per cent of stores are still
privately owned, while their participation in trade a.mnn‘ca to
0.6 per cent of the nmatiopal effort,. - o

(k) During 1952 'bhe gystem @f trade and aupply was broken dmm into
i three categoriess . ; ‘ :

x"'

(a) Gﬂaranteed Supplies

,1-.:, . The aupply of - certain f;a.rticleﬁ was guaranteed-
to laborers, white collar workers, reciplents of”

-, - pensions, invalids, scientists, artists, those
-engaged in free professions, craftsmen, and all
‘other persons so entitled by law.

The guaranteed supplies were of two kinds: federal
and republican. The supplies guaranteed by the
Federal Government were the following: breaf or
flour, porridge, mest and meat products; sugar and
sugar products, coffee, textiles, clothing, -and
other menufactured articles, ' The supplies guar-
anteed by Republic Governments were the followlng: -
beans, potatoes, and other vegetables; milk and
other Gairy products, Puel, ete.

1o
.

3. Beaides be:l.ng given to private individusls, supplies
were also guaranteed to passive areas and to places
geverely damasged by the war. The purpose of
guarantying supplies to those areas was to give them
an economic uplift end enable them to regain their
economic independence.
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(b) "Fixed Pricea

1. Agricultural producers «(farmerl and a.gricultural coopera.tives)
who sell their products (other than those subjected to-
ocbligatory delivery) to the state et fixed prices were
allowed to purchase industrisl products from the state
at low fixed prices. The guantity of the purchase was
limited by the value of the sale and the needs of the
producers., ’

2. Obligatory deliveries of grain, cattle, and other sgricultural
) products were regulated by speciel decrees issued by Federal
and Republic authorities. These regulations imposed
systematic restrictions upon "kulaks" by limiting their
purcheses of industriel articles from the state to only &
portion of the value of their agricultursl deliveries to
the ste.te. ,

(c) Free Market

1. Certsin industrial products can be purchased freely at
higher (so-called commertisl) and unified prices; vhile
& large number of Federal, Republie; or local production
' can be purchased freely at lower and unified prices (sic).
"In addition to the industrisl product market, there is
also a free market of agricultural products where prices-
are set by supply and, demnd. .

(5) The three typea of trade mentimed above, except the ayicultural
*  free market; were almost entirely included in the socialist sector
. of trade. They were developed by Btate and cooperative trading
units and by various stores 'belonging to ata'be organizations.

(6) The emsential characteristic of Yugosiav trading 18 the gradual
liquidation of private ownership and the fast growing and
strengthening of state end cooperative trade groups.

" {7) The most importent economic and orgenizational tesk was to enable
internal soclalized trade to struggle against the residue of
capitalistic speculation in cities and villages.

(8) All these factors, as well as the deficient organizations of the
state and cooperative trading group, called for a quick liquidation
of the backward phenomens in trade as well as the anti-national
attempts of capitalist speculators, and required s more solid

) organiza.tioml base.

b The k'.ln& a.nd Principles of Yugoslav Foreign Trade:

(1) The tmsk of Yugoslav foreign trade is to supply the country with

! those, products which are needed for capitel investments, for the
production of finished products, and for rational consumption,
and which elther are not produced at all or are produced in
insufficient quantities. Foreign trade alsoc insures the
fulfilment of the Five Year Plan, and, together with all
other economlc activity, represents the instrument for the
building and strengthening of the regime.
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(2) Foreign trade consists of dual activity: importing and exporting.

(3)

(h)

(s)

(6)

All goods purchased sbroad and imported have to be paid for, and,
therefore, the export of a certsin guantity of domestic products

is needed. It is essential that only those products are imported
vhich are needed for normal development and for furthering progress
in economic activity. Yugoslav imports consist mainly of the
following articles: . ‘

(8) Rew materials and semi-finished products which are needed
in the production of finished products;

(v) In&estment'geods, i.e.; factory and other equipment which
increase the economic, technical, and productive cepacity
of the country; and - C ' .

(¢c) Those consumer goods which are not yet produced in the country.

The three types of "impor’cs are sctive contributors in the development
of the country, in increasing productive capacity and in raising the
living standard of the working masses., ‘ )

Yugoslavia exports those articles which are produced in surplus
quantities and also those which, sometimes, are needed but .
nevertheless must be exported to acquire indispensable items
for the development of our eccnomy and the fulfilment of the -
Five Year Plan. :

Foreign trade in 0ld Yugoslavie was based on the principle of
adding.to the personal profits of private individusls and on the
narrow interests of domestic and foreign capitalists. Therefore,
forelgn trade, instead of strengthening Yugoslavia's independence
and’ economy;, left the country emtirely dependent upon foreign
capital.

The positidn-. of the ixw*!ugosleivia toward foreign trade policy
corresponds to the genersl political position:

(a) Maintaining economic and political independence and sovereignty;.

~(b) Building Socialiem in the country; and

(e) Achieving equality in trading. '

Yugoslav foreign trade has achieved a great number of successes
from the point of view of the above-mentioned principles.. ;Another
successful accomplishment of Yugoslav foreign trade is the reaching
of the pre-war level in this field during recent years despite great
difficulties which were caused unexpectedly ard especially by
Cominformist countries. At the present time, imports and exports
are being directed more and more toward the West. This is clearly
illustrated by the trade agreements concluded with Western countries
such a8 The Netherlands, Belglum, Switzerland, Sweden, Finland,
Norway, Denmark, France, Italy, Austria, United States, Great
Britein, Turkey, Greece, and others.
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